" Department of Health and
M edl care Human Services (DHHYS)

Managed Care Manual M aticand Sorvioes (CMS)
Transmittal No 6 Date: JANUARY 15, 2002
CHAPTERS REVISED SECTIONS NEW SECTIONS DELETED SECTIONS
Manual Table of

Contents

Table of Contents

2 10 - 60.9

Exhibits 1-26

NEW/REVISED MATERIAL --EFFECTIVE DATE: Not Applicable
IMPLEMENTATION DATE: Not Applicable

Chapter 2, Medicare + Choice Enrollment and Disenrollment, this chapter replaces policy in
OPL 100, OPL 104, OPL 105, OPL 109, OPL 111, OPL 113, OPL 122, and OPL 123.

These instructions should be implemented within your current operating budget.

NOTE: Normally red italicized font identifies new material. However, because thisis
a new chapter, normal text font isused for theinitial release.

CMS Pub. 86



Medicare Managed Care Manual

Table of Contents

Manual Transmittals through Transmittal Number 4 are included in this update. As new
transmittals are included they will be identified on this page. To review individual transmittal
cover pages click here.

Chapter 1

Chapter 2
Chapter 3
Chapter 4
Chapter 5
Chapter 6
Chapter 7
Chapter 8
Chapter 9
Chapter 10

Chapter 11

Chapter 12

Chapter 13
Chapter 14
Chapter 15
Chapter 16

General Administration of the Managed Care/Medicare Plus Choice Program -
not yet available

Enrollment and Disenrollment

Marketing

Benefits and Beneficiary Protection - not yet available
Quality Assurance

Relationships With Providers - not yet available
Payments To Medicare+Choice Organizations
Premiums and Cost Sharing - not yet available
Provider-Sponsored Organizations - not yet available

Organization Compliance With State Law and Pre-emption By Federal Law -
not yet available

Contracts With Medicaret+Choice Organizations - not yet available

Effect Of Change Of Ownership Or Leasing Of Facilities During Term Of
Contract

Grievances Organization Determinations and Appeals - not yet available
Medicare Contract Determinations and Appeals
Intermediate Sanctions - not yet available

Private Fee For Service Medicare+Choice Plans - not yet available



Chapter 17

Chapter 18
Chapter 19
Chapter 20

Cost Based Payment

Subchapter A - TEFRA Cost Based Payment Processes and Principles
Subchapter B - Payment Principles for Cost Based HMO/CMPs
Subchapter C - Cost Apportionment for Cost Based HMO/CMPs
Health Care Prepayment Plans - not yet available

Managed Care and M+C Systems Requirements - not yet available

Managed Care and M+C Systems Business Requirements - not yet available



Medicare Managed Care Manual
Chapter 2 - Medicare+Choice Enrollment and Disenrollment

Table of Contents

NOTE: This chapter replaces policies outlined in OPL 100, OPL 104, OPL 105, OPL 109,
OPL 111, OPL 113, OPL 122, and OPL 123.

10 - Definitions
20 - Eligibility for Enrollment in M+C Plans
20.1 - Entitlement to Medicare Parts A and B
20.2 - End Stage Renal Disease (ESRD)
20.2.1 - Background on ESRD Entitlement
20.2.2 - Exceptions to Eligibility Rule for Persons Who Have ESRD
20.3 - Place of Permanent Residence
20.4 - Completion of Enrollment Form
20.5 - Agreeing to Abide By M+CO Rules
20.6 - Grandfathering of Members on January 1, 1999
20.7 - Eligibility and the Hospice Benefit
20.8 - Continuation of Enrollment Option

20.9 - Additional Eligibility Requirements for M+C Religious Fraternal Benefit (RFB)
Plans

20.10 - Eligibility Requirements for Medicare MSA Plans
30 - Election Periods and Effective Dates

30.1 - Annual Election Period (AEP)

30.2 - Initial Coverage Election Period (ICEP)

30.3 - Open Enrollment Period (OEP)



30.3.1 - OEP Through 2001
30.3.2 - OEPin 2002
30.3.3 - OEPin 2003 and Beyond
30.3.4 - Open Enrollment for Newly Eligible Individuals (OEPNEW)
30.3.5 - Open Enrollment Period for Institutionalized Individuals (OEPI)
30.4 - Special Election Period - (SEP)
30.4.1 - SEPsfor Changes in Residence
30.4.2 - SEPsfor Contract Violation
30.4.3 - SEPsfor Nonrenewals or Terminations
30.4.4 - SEPsfor Exceptional Conditions
30.4.5 - SEPsfor Beneficiaries Age 65 (SEP65)
30.5 - Effective Date of Coverage
30.6 - Effective Date of Voluntary Disenrollment
30.7 - Election Periods and Effective Dates for Medicare MSA Plans
40 - Enrollment Procedures
40.1 - Format of Enrollment Forms
40.2 - Completing the Enrollment
40.2.1 - Who May Sign An Election Form
40.2.2 - When The Enrollment Form is Incomplete
40.2.3 - M+CO Denia of Enrollment
40.2.4 - ESRD and Enrollment
40.3 - Transmission of Enrollmentsto CMS
40.4 - Information Provided to Member
40.4.1 - Prior to the Effective Date of Coverage

40.4.2 - After the Effective Date of Coverage



40.5 - Enrollment Processing During Closed Periods
40.5.1 - Procedures After Reaching Capacity
40.5.2 - Procedures After Closing During the OEP
40.6 - Enrollments Not Legally Valid
40.7 - Enrollment Procedures for Medicare MSA Plans
50 - Disenrollment Procedures
50.1 - Voluntary Disenrollment by Member
50.2 - Required Involuntary Disenrollment
50.2.1 - Members Who Change Residence
50.2.2 - Loss of Entitlement to Medicare Part A or Part B
50.2.3 - Death
50.2.4 - Terminations/Nonrenewals
50.3 - Optiona Involuntary Disenrollments
50.3.1 - Failure to Pay Premiums
50.3.2 - Disruptive Behavior
50.3.3 - Fraud and Abuse
50.4 - Processing Disenrollments
50.4.1 - Voluntary Disenrollments
50.4.2 - Involuntary Disenrollments
50.5 - Disenrollments Not Legally Valid
50.6 - Disenrollment of Grandfathered Members
50.7 - Disenrollment Procedures for Employer Group Health Plans
50.8 - Disenrollment Procedures for Medicare MSA Plans
60 - Post-Election Activities

60.1 - Multiple Transactions



60.2 - Cancellations
60.2.1 - Cancellation of Enrollment
60.2.2 - Cancellation of Disenrollment
60.3 - Reinstatements

60.3.1 - Reinstatements for Disenrollment Due to Erroneous Death Indicator or
Due to Erroneous Loss of Medicare Part A or Part B Indicator

60.3.2 - Reinstatements Due to Mistaken Disenrollment Made By Member
60.4 - Retroactive Enrollments
60.5 - Retroactive Disenrollments
60.6 - Retroactive Transactions for Employer Group Health Plan (EGHP) Members
60.6.1 - EGHP Retroactive Enrollments
60.6.2 - EGHP Retroactive Disenrollments
60.7 - Election of the Continuation of Enrollment Option
60.8 - Storage of Election Forms
60.9 - Medicare MSA Plans

Exhibits - Table of Contents



10 - Definitions
(Rev. 6, 01-15-02)
The following definitions relate to topics addressed in this Chapter.

Cancellation of Election - An action initiated by the beneficiary to cancel an election
before the effective date of the election.

Completed Election - An election is considered complete when:

1. Theform/request is signed by the beneficiary or legal representative (refer to
840.2.1 for adiscussion of who is considered to be alegal representative),

2. For enrollments, evidence of entitlement to Medicare Part A and enrollment in
Medicare Part B is obtained by the Medicare+Choice Organization (M+CO) (see
below for definition of "evidence of Medicare Part A and Part B coverage”),

3. All necessary elements on the form are completed (for enroliments, see Exhibit 25
for alist of elements that must be completed), and, when applicable,

4. Supporting documentation for a representative's signature is obtained.

For enrollments, an M+CO may also choose to wait for the individual's payment of the
plan premium, including any premiums due the M+CO for a prior enrollment that ended
when the beneficiary was disenrolled for nonpayment of basic and supplementary
premiums, before considering an enrollment "“complete.”

Some States have additional requirements before an enrollment is considered compl ete.
For example, some States require phone verification prior to enrollment. Unless
otherwise directed by CM S, M+CQOs should conduct the required activities within the
time frames specified by the State. If no time frame is specified, then the M+CO should
complete the required activities as quickly as possible, but within the time frames
specified in 840.2.2. The election will not be considered complete until the M+CO has
completed the State-required activities.

Continuation Area/Continuation of Enrollment Option - A continuation areais an
additional CM S-approved area outside the M+C plan's service area within which the
M+CO furnishes or arranges for furnishing of services to the M+C plan's continuation of
enrollment members. M+COs have the option of establishing continuation areas.

Conversions - When individuals who are enrolled in a commercia health plan offered by
the M+C organization the month immediately before the month of their entitlement to
Medicare Parts A and B, their enrollment in an M+C plan offered by the same
organization is referred to as a"conversion” from commercial status to M+C enrollee
status. In order for the individual's enrollment with the organization as an M+C enrollee
to take effect upon becoming eligible for Medicare, conversions must take place during
the individua's Initial Coverage Election Period (ICEP), and the individual must fill out



an enrollment form and meet all other applicable eligibility requirements to elect the
M+C plan.

Denial of Election - Occurs when an M+CO determines that an individual is not eligible
to make an election (e.g., the individual is not entitled to Medicare Parts A or B, the
individual has ESRD, the individual is not making the election during an election period,
etc.), and therefore decides not to submit the election transaction to CMS.

Election - Enrollment in, or voluntary disenrollment from, an M+C plan or the traditional
Medicare fee-for-service program ("Original Medicare") constitutes an election.
(Disenrollment from Original Medicare would only occur when an individual enrollsin
an M+C plan.) Theterm "election” is used to describe either an enrollment or voluntary
disenrollment. If the term "enrollment” is used alone, however, then the term is used
deliberately, i.e., it is being used to describe only an enrollment, and not a disenrollment.
The same applies when the term "disenrollment” is used aone, i.e., the term is being used
to describe only a disenrollment, and not an enrollment.

Election Form - The form used by individuals to request to enrall in, or disenroll from,
M+C plans. A model individual enrollment form is provided in Exhibit 1. An individual
who isa member of an M+C plan and who wishesto elect another M+C plan, even if
it isin the same M+CO, must complete a new election form to enroll in the new
M+C plan; however, that individual may use a short enrollment form (refer to Exhibit 3
for amodel short enrollment form) to make the election in place of the comprehensive
individual enrollment form. In addition, M+CQOs may want to collaborate with EGHPs to
use a single enrollment form for EGHP members, a model EGHP enrollment form for
this purpose is provided in Exhibit 2. Beneficiaries or their authorized representatives
must complete enrollment forms to enroll in M+C plans.

Beneficiaries are not required to use a specific form to disenroll from an M+C plan, but if
they do not use aform they must submit a signed and written request for disenrollment.
A model disenrollment form is provided in Exhibit 10.

Election Period - The time during which an eligible individual may elect an M+C plan
or Original Medicare. The type of election period determines the effective date of M+C
coverage. There are several types of election periods, all of which are defined under 830.

Evidence of Medicare Part A and Part B Coverage - For the purposes of completing
an enrollment form, the M+CO must accept any of the following as acceptable evidence
of entitlement to Medicare Part A and enrollment in Part B:

1. A Medicare card;
2. A Socia Security Administration (SSA) award notice;
3. A Railroad Retirement Board (RRB) letter of verification;

4. A statement from SSA or RRB verifying the individual's entitlement to Medicare
Part A and enrollment in Part B;



5. Veification of Medicare Part A and Part B through one of CMS's systems,
including CM S data available through CM S subcontractors, or

6. For individuas enrolling in their ICEP, an SSA application for Medicare Part A
and B showing the effective date for both Medicare Parts A and B.

Evidence of Permanent Residence - A permanent residence is normally the enrollee's
primary residence. An M+CO may request additional information such as voter's
registration records, driver's license records, tax records, and utility bills to verify the
primary residence. Such records must establish the permanent residence address, and not
the mailing address, of the individual.

I nstitutionalized I ndividual - An individual who moves into, resides in, or moves out of
an institution specified in 830.3.5.

Involuntary Disenrollment - Refers to when an M+CO, as opposed to the member,
initiates disenrollment from the plan. Procedures regarding involuntary disenrollment are
found in §850.2 and 50.3.

Medicare +Choice Organization (M+CO) - Refer to Chapter 1 (General Administration
of the Managed Care/Medicare+Choice Program) for a definition of a M+C organization
(M+CO)."

M+CO Error - An error or delay in election processing made under the full control of
the M+CO personnel, and that the organization could have avoided.

Medicare +Choice Plan - Refer to Chapter 1 for a definition of "M+C plan." Elections
are made at the M+C plan level, not at the M+CO leve.

Out-of-Area Members - Members of an M+C plan who live outside the service area and
who elected the M+C plan while residing outside the service area (as allowed in §820.0,
20.3,50.2.1, and 50.2.4).

Receipt of Election - According to 42 CFR 8422.60(d), an election has been made when
a completed election form has been received by the M+CO. An election is considered
received and must be date stamped by the M+CO when the M+CO (or any entity
authorized by CM S to process election forms, such as SSA or the RRB) comesinto
possession of a completed election form signed by the enrollee (or as may be the
situation in the case of a disenrollment, a written request or other CM S-approved method
described in 850.1). A "completed election” form is defined above.

Reinstatement of Election - An action that may be taken by CM S after an individual
disenrolls from an M+C plan. The reinstatement corrects an individual's records by
canceling a disenrollment to reflect no gap in enrollment in an M+C plan. A
reinstatement may result in retroactive disenrollment from another Medicare managed
care plan.



Rejection of Election - Occurs when CMS has rejected an election submitted by the
M+CO. The regjection could be due to the M+CO incorrectly submitting the transactions,
to system error, or to an individual's ineligibility to elect the M+C plan.

System Error - A "system error” is an unintended error or delay in election processing
that is clearly attributable to a specific Federal government system (e.g., the Rail Road
Benefit (RRB) system), and is related to Medicare entitlement information or other
information required to process an election.

20 - Eligibility for Enrollment in M+C Plans
(Rev. 6, 01-15-02)

In general, an individual is eligible to elect an M+C plan when each of the following
requirements are met. More specific detail regarding these requirementsis as follows.

1. Theindividua isentitled to Medicare Part A and enrolled in Part B, provided that
he/she will be entitled to receive services under Medicare Part A and Part B as of
the effective date of coverage under the plan (see exceptions described under
§820.6);

2. Theindividua has not been medically determined to have ESRD prior to
completing the enrollment form (see exceptions described under §20.2);

3. Theindividua permanently resides in the service area of the M+C plan (see
exceptions in 820.3 for persons living outside the service area at the time of
election);

4. Theindividua or higher legally authorized representative completes an
enrollment form and includes all the information required to process the
enrollment or meets aternative conditions for enrollment specified by CMS (refer
to Exhibit 25 for alist of items required to complete the enrollment form, and
840.2.1 for who may sign election forms);

5. Theindividua isfully informed of and agrees to abide by the rules of the M+CO
that were provided during the election process; and

6. Theindividua makes the election during an election period, as described in 830.

An M+CO must not deny enrollment to otherwise eligible individuals covered under an
employee benefit plan. If the individual enrollsin an M+C plan and continues to be
enrolled in his’/her employer's or spouse's health benefits plan, then coordination of
benefits rules apply.

An M+C dligible individual may not be enrolled in more than one M+C plan at any given
time. Procedures for handling multiple transactions, cancellations, and reinstatements are
described under 860.



20.1 - Entitlement to Medicare Parts A and B
(Rev. 6, 01-15-02)

To be eligible to elect an M+C plan, an individual must be entitled to Medicare Part A
and enrolled in Part B, and must be entitled to Medicare Part A and Part B benefits as of
the effective date of coverage under the plan. Exceptions for Part B-only "grandfathered”
members are outlined in 820.6. Part B only individuals currently enrolled in a 81833 or
81876 of the Socia Security Act, (the Act,) plan are not considered to be "grandfathered"
individuals, and must purchase Medicare Part A through the Social Security
Administration to become eligible to enroll in an M+C plan.

An M+CO has the option to continue to offer Part A-equivalent coverage to Medicare
Part B-only "grandfathered" members, as described in §20.6. However, an M+CO may
not offer Part A-equivalent coverage to other individuals enrolled only in Medicare Part
B (and not entitled to Part A) in order to make them "eligible" for enrollment in an M+C
plan. Eligibility requirements are met based on Part A entitlement through Medicare and
not through the purchase of Part A-equivalent benefits through the M+CO. The M+CO
may refer the individual to SSA if the individual wishesto enroll in Medicare Part A in
order to be eligible to enroll in the M+C plan.

While desirable, it is not necessary for an individual to prove Medicare Part A
entitlement or Part B enrollment at the time he/she completes the enrollment form, i.e.,
the M+CO may not deny the enrollment if the individual does not have the evidence
when filling out the enrollment form or does not include it with the form when he/she
mails it to the organization. However, the organization may consider the enrollment form
to be incomplete until it can verify such entitlement or enrollment. Section 40.2.2
provides more information on the steps the organization can take to verify Medicare
coverage. In addition, the definition of "Evidence of Part A and Part B Coverage" in 810
lists some of the type of information that can be used to verify coverage.

20.2 - End Stage Renal Disease (ESRD)
(Rev. 6, 01-15-02)

Except as provided under exceptions discussed below, an individual is not eligible to
elect an M+C plan if he/she has been medically determined to have ESRD.

An individual who receives akidney transplant and who no longer requires a regular
course of dialysisto maintain life is not considered to have ESRD for purposes of M+C
eligibility. Such an individual may elect to enroll in a M+C plan, if he/she meets other
applicable digibility requirements. If an individual isonly eligible for Medicare on the
basis of ESRD (i.e., not based on disability or age), the individual would only be
permitted to remain enrolled as an M+C enrollee during his or her remaining months of
Medicare eligibility.

The M+CO is permitted to ask at the time of the election whether the applicant has
ESRD. This question is not considered impermissible health screening since the law does



not permit a person with ESRD to elect an M+C plan, except as provided in the following
paragraphs. An M+CO must deny enrollment to any individual medically determined to
have ESRD, except as provided in the following paragraphs. CMS will reject the
enrollment if Medicare records indicate the applicant has ESRD, and no exception
permitting enrollment applies.

Procedures for identifying whether an individual is medically determined to have ESRD
areincluded in 840.2.4.

20.2.1 - Background on ESRD Entitlement
(Rev. 6, 01-15-02)
When an individual files for Medicare based upon ESRD, entitlement can begin:

Thefirst day of the third month after the month dialysis begins (i.e., the first day
of the fourth month of dialysis), or

The first day of the month dialysis began if the individual trains for self-dialysis,
or

Up to 12 months prior to the month of filing (if dialysis began more than 12
months before) or

Prospectively.

The Medicare entitlement date is usually the month an individual receives a transplant or
3 months after the month the individual begins dialysis (i.e., the first day of the fourth
month of dialysis). For example, if anindividua begins dialysisin January, Medicare
entitlement is effective April 1. Therefore, for these individuals, the initial coverage
election period (ICEP) would be the time between when dialysis begins and the Medicare
entitlement date - the 3-month waiting period for Medicare entitlement.

There are individuals who are approved to perform self-dialysis. If anindividua is
approved for self-dialysis, SSA will waive the 3-month waiting period to begin Medicare
entittement. In cases of self-dialysis, Medicare entitlement is effective the month
dialysis begins, rather than the customary 3 months from the month the individual begins
dialysis.

EXAMPLE:

Medicare record is established in January for an April 1 entitlement effective date. Since
the individual has 3-month waiting period waived, SSA submits a changed record for a
January 1 Medicare entitlement effective date.

Medicare pays nothing until individual files for benefits and Medicare coverage becomes
effective.

Individuals sometimes elect a prospective effective date to coordinate with the end of
their 30-month coordination period. In the case of an individual in a group health plan,



the group plan is required to be the primary payer for the first 30 months of Medicare
eligibility or entitlement (also known as the 30-month coordination of benefits period), as
long as the individual chooses to be enrolled in the group health plan. There is nothing to
require an individual to file for Medicare immediately upon starting dialysis. The group
health plan is primary during the coordination of benefits period, without regard to the
number of individuals employed and irrespective of current employment status.

Since an ICEP relates to when an individual becomes entitled to Medicare Part A and B,
when possible, the group or M+C organization should coordinate with the individual so
that he/she will not be adversely impacted if he/she has the option to elect an M+C plan.

20.2.2 - Exceptionsto Eligibility Rule for Persons Who Have ESRD
(Rev. 6, 01-15-02)

Conversions upon | CEP: Individuals who developed ESRD while a member of
a health plan offered by an M+CO and who are converting to Medicare Parts A
and B, can elect an M+C plan in the same organization (within the same State,
with exceptions) as their health plan during their ICEP. ("Conversion” is defined
in 810 and the time frames for the ICEP are covered in 830.2). The individuals
must meet al other M+C €ligibility requirements and must fill out an election
form to join the M+C plan.

Conversions other than | CEP:

1. If aMedicare entitlement determination is made retroactively, an individual
has not been provided the opportunity to elect an M+C plan during his/her
ICEP. Therefore, these individuals will be allowed to prospectively elect an
M+C plan offered by the M+C organization, as long they were in a health plan
offered by the same M+C organization the month before their entitlement to
Parts A and B, developed ESRD while a member of that health plan, and are
still enrolled in that health plan. This would aso be allowed in cases when
there is an administrative delay and the entitlement determination is not made
timely. For example, an individual who performs self-dialysis will have
his’her entitlement date adjusted to begin at the time of dialysis, rather than
the customary 3 month period after dialysis begins.

These individuals will be given a special election period. See 830.4.4 for
additional instructions.

2. Individuals who are members of a group health plan and are in their 30-month
coordination period will have the opportunity to elect an M+C plan at any
time during this 30-month period if certain conditions are met. The individual
must have been a member of a health plan offered by the M+C organization
the month before hig’her entitlement to Parts A and B, and must continue to be
enrolled in that health plan. The individual must also choose to elect an M+C
plan offered by that M+C organization, and must meet all other M+C
eligibility requirements.



These individuals will be given a special election period. See 830.4.4 for
additional instructions.

Anindividua who elects an M+C plan and who is medically determined to first
have ESRD after the date on which the enrollment form is signed (or receipt date
stamp if no date is on the form, per 840.2), but befor e the effective date of
coverage under the plan is till eligible to elect the plan.

An individua who develops ESRD while enrolled in an M+C plan may continue
to be enrolled in the M+C plan.

Once enrolled in an M+C plan, a person who has ESRD may elect other M+C
plansin the same M+CO (and during allowable election periods, as described
under 830.0). However, the member would not be eligible to elect an M+C planin
adifferent M+CO or a plan in the same M+CO in a different State (with
exceptions).

An individual with ESRD whose enrollment in an M+C plan was terminated on or
after December 31, 1998 as aresult of a contract termination, non-renewal, or
service area reduction can make one election into a new M+C plan following such
termination. The individual must meet all other M+C €ligibility requirements,
and must enroll during an M+C election period. Once an individual has
exhausted his one election, he will not be permitted to join another M+C plan,
unless his new plan is terminated.

20.3 - Place of Permanent Residence
(Rev. 6, 01-15-02)

Anindividua is eligible to elect an M+C plan if he/she permanently resides in the service
area of the M+C plan. A temporary move into the M+C plan's service area does not
enable the individual to elect the M+C plan; the M+CO must deny such an election.

EXCEPTIONS

A member who permanently moves from the service area of the M+C plan to an
approved continuation area of the M+CO, and who chooses the continuation of
enrollment option offered by the M+CO, may continue to be enrolled in the M+C
plan (refer to 860.7 for more detail on the requirements for the continuation of
enrollment option).

Conversions: Individuals who are enrolled in a commercial health plan of the
M+CO and are converting to Medicare Parts A and B can elect an M+C plan
offered by the same M+CO during their ICEP even if they reside in the M+CO's
continuation area. ("Conversion” is defined in 810 and the time frames for the
|CEP are covered in 830.2).

A member who was enrolled in an M+C plan covering the areain which the
member permanently resides at the time the plan was terminated in that area, may



remain enrolled in the M+C plan while living outside the plan's new reduced
service arealif:

1. Thereisno other M+C plan serving the area;
2. The M+CO offersthis option; and

3. The member agrees to receive services through providersin the M+C plan's
service area.

The M+CO has the option to also allow individuals who are converting to
Medicare Parts A and B to elect the M+C plan during their ICEP even if they
reside outside the service and continuation area. This option may be offered
provided that CM S determines that all applicable M+C access requirementsin 42
CFR 8422.112 are met for that individual through the M+C plan's established
provider network providing servicesin the M+C plan service area, and the
organization furnishes the same benefits to the individua as to members who
reside in the service area. The organization must apply the policy consistently for
al individuals. These members will be known as "out-of-ared’ members. This
option applies both to individual members and employer group members of the
M+CO.

Individuals who do not meet the above requirements may not elect the M+C plan. The
M+CO must deny enrollment to these individuals.

A permanent residence is normally the primary residence of an individual. Proof of
permanent residence is normally established by the address of an individual's residence,
but an M+CO may request additional information such as voter's registration records,
driver's license records, tax records, and utility bills. Such records must establish the
permanent residence address, and not the mailing address, of the individual. If an
individual puts a Post Office Box as his/her place of residence on the enrollment form,
the M+CO must contact the individual to determine place of permanent residence, unless
the person is homeless (see below). If there is a dispute over where the individual
permanently resides, the M+CO should determine whether, according to the law of the
M+COQO's State, whether the person would be considered a resident of that State.

In the case of homeless individuals, a Post Office Box, an address of a shelter or clinic, or
the address where the individual receives mail (e.g., socia security checks) may be
considered the place of permanent residence.

20.4 - Completion of Enrollment Form

(Rev. 6, 01-15-02)

An digible individua or authorized individual must fill out an election form to enroll in
an M+C plan, even if that individual is electing an M+C plan in the same M+CO in
which he/sheisenrolled.



Unless otherwise specified by CMS, an dligible individual can elect an M+C plan only if
he/she completes and signs an enrollment form, provides required information to the
M+CO within required time frames, and submits the properly completed form to the
M+CO for enrollment. Model enrollment forms are included in Exhibits 1, 2, and 3.

Anindividua who is amember of an M+C plan, and who wishes to elect another M+C
plan offered by the same M+CO, must complete a new enrollment form to enroll in the
new M+C plan; however, that individual may use a short enrollment form (refer to
Exhibit 3 for amodel short enrollment form) to make the election in place of the
comprehensive individual enrollment form.

An M+CO must deny enrollment to any individual who does not properly complete the
enrollment form within required time frames. Procedures for completing the enrollment
form are provided in 840.2 and Exhibit 25. Refer to 810 for a definition of "completed
election form."

20.5 - Agreeing to Abide By M+CO Rules
(Rev. 6, 01-15-02)

Anindividua is eligible to elect an M+C plan if he/sheisfully informed of and agrees to
abide by the rules of the M+CO that were provided during the enrollment process (refer
to 8840.4, 40.4.1, and 40.4.2 regarding what information must be provided to the
individual during the enrollment process). "Fully informed" means that the individual
must be provided with the applicable rules of the M+CO, as described in 840.4. The
M+CO must deny enrollment to any individual who does not agree to abide by the rules
of the M+CO.

20.6 - Grandfathering of Members on January 1, 1999
(Rev. 6, 01-15-02)

An individua who was enrolled on December 31, 1998, in an HMO with arisk contract
under 81876 of the Social Security Act was deemed to be enrolled on January 1, 1999, in
an M+C plan offered by the same organization if he/she did not choose to disenroll from
the organization effective on the latter date. This deemed enrollment applied even if the
enrollee was not entitled to Medicare Part A or did not livein an M+C plan service area
or continuation area. The M+CO was not permitted to disenroll such individuals because
they were not entitled to Part A, or did not live in the service or continuation area.
However, if these individuals elect to disenroll from the M+CO, they are not eligible to
enroll in any M+C plan until or unless they meet al M+C dligibility requirements.

If enrollment in Medicare Part B ends for an individual, the individual may not continue
as amember of the M+C plan , and must be disenrolled as described in §850.2.2 and
50.6.

The M+CO must identify all Medicare Part B-only "grandfathered” individuals and
inform them of their status annually. This notification may be included as part of the
Evidence of Coverage. The notice must inform these individuals that if they disenroll



from the M+COQO, they cannot elect another M+C plan unless they become entitled to
Medicare Part A (by enrolling in Medicare Part A at SSA and by paying the appropriate
premium to CMS) and remain enrolled in Medicare Part B.

M+CQOs may continue to provide Part A-equivalent benefits to Medicare Part B-only
grandfathered members. In addition, if an M+CO offers Part A-equivalent coverage as a
supplemental benefit in an M+C plan, then the M+CO may disenroll a Medicare Part B-
only grandfathered member who fails to pay the organization's Part A-equivalent
premium, just as any member of the M+CO could be disenrolled for non-payment of
premiums (refer to 850.3.1).

Grandfathered members may enroll in other M+C plans in the same M+CO (within the
same State, with exceptions). However, if grandfathered members disenroll from the
M+CO (i.e., they switch to Original Medicare), they will not be eligible to enroll in any
M+C plan in any M+CO until or unless they meet all M+C dligibility requirements. If the
out-of-area grandfathered members disenroll from the M+CO (i.e., they switch to
Original Medicare or attempt to enroll in another M+CO), they will only be able to enroll
in other M+COs if they meet all M+C €ligibility requirements, including, but not limited
to, that of living in the service area of the M+C plan.

20.7 - Eligibility and the Hospice Benefit

(Rev. 6, 01-15-02)

An M+CO must not deny enrollment to any individual who has elected the hospice
benefit. Until the M+CO acknowledges that it has received the completed enrollment
form and gives a coverage effective date to the individual (refer to Exhibit 4 and 840), the
M+CO must not ask any questions related to the existence of aterminal illness or election
of the hospice benefit. Such questions will be considered impermissible health screening.

The M+CO may not disenroll any member solely on the basis of the member electing the
hospice benefit either before or after becoming a member of the M+C plan. Instead, the
M+CO must provide, or continue to provide, services unrelated to the terminal condition,
including any additional benefits provided for in the M+C plan. If the member chooses to
revoke the hospice election, the M+CO again becomes responsible for providing all
covered services and benefits included in the M+C plan. Refer to Chapter 7 (Paymentsto
M edicare+Choice Organizations) for an explanation of special payment provisions for
hospice members.

20.8 - Continuation of Enrollment Option
(Rev. 6, 01-15-02)

With CMS approval, an M+CO may establish continuation areas, separate and apart from
an M+C plan's service area. Refer to Chapter 11 (Contracts with Medicare+Choice
Organizations) regarding CM S approval of continuation areas. As defined in 810, the

CM S-approved continuation areais an additional area outside an M+C plan's service area
within which the M+CO furnishes or arranges for furnishing of servicesto the M+C



plan's members. Members may only choose to continue enrollment with the M+C plan if
they have permanently moved from the service area into the continuation area.

As described in Chapter 11, if an M+CO wants to offer a continuation of enrollment
option under one or more of the M+C plans it offers, then it must obtain CMS's approval
of the continuation area, and the marketing materials that describe the continuation of
enrollment option. The M+CO must aso describe the enrollment option(s) in member
materials and make the option available to all members of the M+C plan in question who
make a permanent move to the continuation area. A M+CO may require members to give
advance notice of their intent to use the continuation of enrollment option. If the M+CO
has this requirement, then it must fully describe the required notification processin the
CM S-approved marketing materials. In addition, the M+CO must fully explain any
continuation option to all potential members of the M+C plan, current members of any
other health plan of the M+CO and current risk and/or M+C members who reside in the
M+C plan service area and/or M+CO continuation area.

If a member does not choose the continuation of enrollment option when he/sheis
eligible for the option, then the individua is no longer eligible to be a member of the
M+C plan, and the M+CO must initiate the individual's disenrolIment. Procedures for
continued enrollment are in 860.7 and procedures describing disenrollment for permanent
change of residence are described in 850.2.1.

20.9 - Additional Eligibility Requirementsfor M+C Religious Fraternal
Benefit (RFB) Plans

(Rev. 6, 01-15-02)

An M+C RFB planisaplan that a RFB society may offer only to members of the church,
or convention or group of churches with which the society is affiliated. The requirement
for membership can be met by any documentation establishing membership issued by the
church, or by using the church's records of membership. An individual must also meet al
the other requirementsto elect an M+C plan.

20.10 - Eligibility Requirementsfor Medicare M SA Plans
(Rev. 6, 01-15-02)

Although an individual may meet all the requirements to elect an M+C plan, there are
additional requirements and limitations on the individuals who may wish to elect to enroll
in aMedicare Medical Savings Account (MSA) plan, should such a plan become
available (currently, no such plans are offered). An individua is not eligible to elect a
Medicare MSA plan if any one of the following applies:

The number of individuals enrolled in all Medicare MSA plans has reached
390,000;

The individua will reside in the United States for fewer than 183 calendar days
during the year in which the election is effective;



Initial enrollment is on or after January 1, 2003 (i.e., no new enrollees may be
accepted beginning January 1, 2003). Individuals whose enrollment is already in
effect on January 1, 2003, including those who elected a Medicare MSA for a
January 1, 2003 effective date, may remain members of that Medicare MSA after
January 1, 2003);

Theindividua isenrolled in a Federal Employees Health Benefits program, or is
eligible for health care benefits through the Department of Veterans Affairs or the
Department of Defense;

The individual is entitled to coverage of Medicare cost-sharing under aMedicaid
State plan;

The individual is receiving hospice benefits under the Medicare benefit prior to
completing the enrollment form; or

Theindividual receives health benefits that cover al or part of the annual
Medicare MSA deductible such as through insurance primary to Medicare,
supplemental insurance policies not specifically permitted under 42 CFR
8422.104, or retirement health benefits.

30 - Election Periods and Effective Dates

(Rev. 6, 01-15-02)

In order for an M+CO to accept an election, the individual must make the election during
an election period (see 810 for the definition of "election”). There are four types of
election periods during which individuals may make elections. They are:

The Annual Election Period (AEP);

The Initial Coverage Election Period (ICEP);
All Specia Election Periods (SEP); and

The Open Enrollment Period (OEP).

During the AEP, SEP, and OEP, individuals may enroll in and disenroll from M+C plans,
or may move between M+C plans, or between an M+C plan and Original Medicare.
Individuals may elect to enroll in M+C plans during an |CEP.

Unless a CM S-approved capacity limit applies, all M+COs must accept elections into
their M+C plans (with the exception of M+C MSA plans) during the AEP, an ICEP, and
an SEP. (Refer to 830.7 for election periods for Medicare MSA plans.) When an M+C
plan is closed due to a capacity limit, the M+C plan must remain closed to al prospective
enrollees (with the exception of reserved vacancies) until the limit is lifted.

For the OEP, M+COQOs are required to process elections into any of their M+C plans that
they choose to open to enrollment during an OEP. If an M+C plan is closed for



enrollment, then it is closed to all individualsin the entire service area who are making
OEP elections.

NOTE: If an M+C plan isclosed based on a capacity limit, this closure would
apply to al types of enrollment. CMS may approve a partial service
area closure for capacity reasons. If aplan isclosed in a portion of its
service areafor capacity reasons, that plan may be open during the OEP
in the remaining portion of the service area.

Noticeto Close Enrollment - If an M+CO has an M+C plan that is open during an OEP,
and decides to change this process, it must notify CM S and the general public 30 calendar
days in advance of the new limitations on the open enrollment process.

If an M+CO has an M+C plan that is approved by CM S for a capacity limit, it should
estimate when a capacity limit will be reached and notify CM S and the general public 30
calendar days in advance of the closing of the open enrollment process. If CM S approves
the capacity limit for immediate closing of enrollment, the M+CO must notify the general
public within 15 calendar days of CM S approval that it has closed for enrollment.

Exhibit 23 contains three model notices that M+COs can use to notify the public when
they are closing for enrollment.

NOTE: Public notices must receive CM S approval under the usual marketing
review process.

30.1 - Annual Election Period (AEP)

(Rev. 6, 01-15-02)

The AEP occurs in November of every year.

30.2 - Initial Coverage Election Period (ICEP)
(Rev. 6, 01-15-02)

The ICEP is the three months immediately before the individual's entitlement to both
Medicare Part A and Part B.

EXAMPLE:

If anindividual is entitled to Medicare Part A effective July, 2001, and enrollsin
Medicare Part B effective July, 2001, then the ICEP is April, May, and June of
2001.

If anindividua is entitled to Medicare Part A effective November, 2000, but
walits to enroll in Medicare Part B for an effective date of July, 2001, then the
ICEP is April, May and June of 2001.



Please note that the ICEP will frequently relate to either the individual's 65th birthday or
the 25th month of disability, but it must always relate to the individual's entitlement to
both Medicare Part A and Part B.

30.3 - Open Enrollment Period (OEP)

(Rev. 6, 01-15-02)

Individual s have an opportunity to make an election or change an election during an
OEP, in addition to their opportunities during the AEP, SEP, or ICEP. M+COs are not
required to open their plans for enrollment during an OEP (or OEPI or OEPNEW).
However, M+COs must accept requests for disenrollment from M+C plans during the
OEP since Original Medicare is always open during an OEP. In addition, if an M+CO
has more than one M+C plan, the M+CO is not required to open each plan for enrollment
during the same time frames, nor isit required to be open for all OEP-type (i.e., OEP,
OEPI, OEPNEW) elections.

If an M+CO opens a plan during part of an OEP, it is not required to open the plan for the
entire OEP. For example, in 2001 an M+CO may open a plan only during March and
April, or it may choose to open the plan only during the first 25 days of each month.

Beginning in 2002, except as described for newly eligible individuals in §30.3.4, an
individual may make only one election during each OEP, not including any elections
made during an SEP, ICEP, or OEPNEW. Beginning in 2003, only the individual's first
OEP election will be processed by CMS. All subsequent OEP elections made by that
individual will be rejected.

30.3.1 - OEP Through 2001
(Rev. 6, 01-15-02)

The OEP is continuous through 2001. If an M+CO has a plan that is open for enrollment
at any time during the OEP, then it must accept all OEP elections into that plan made
during the plan's open enrollment period. If an M+CO has a plan that is not open for
enrollment outside of the AEP, then it cannot accept any OEP elections into that plan.

NOTE: M+COs must accept requests for disenrollment from M+C plans during
the OEP since Original Medicare is open continuously through 2001.

An M+C dligible individual can make an unlimited number of elections during the OEP
in 2001.

30.3.2 - OEP in 2002

(Rev. 6, 01-15-02)

In 2002, the OEP is from January through June. During this period an individua may
make only one OEP election.



After June 30, 2002, M+COs must deny elections of individuals unless they are eligible
for an ICEP, OEPNEW, OEPI, SEP, or AEP. Thisincludes enrollments, disenrollments
to another M+CO, and disenrollments to Original Medicare.

If an M+CO has a plan that is open for enrollment any time between January and June
2002, then it must accept all elections into that plan made during the plan's open
enrollment period.

M+COs must accept requests for disenrollment from M+C plans during the OEP since
Original Medicare is open January through June in 2002.

EXAMPLE:

If an M+CO has a plan that is open for enroliment in 2002 in January and
February only, then it must accept OEP elections into the plan made in January
and February, but it does not accept OEP elections into the plan in March through
June.

If an M+CO has a plan that is not open for enrollment outside of the AEP, then it
cannot accept OEP elections into the plan between January and June of 2002.

Since Original Medicare is always open during the OEP, beneficiaries may
disenroll at any time to Original Medicare between January and June 2002.

Counting Elections - If an individual enrollsin anew M+C plan, thereby automatically
disenrolling from their old M+C plan, this counts as one election. If an individual
disenrolls from an M+C plan and enrollsin anew M+C plan - making two distinct
elections - for the same effective date, this counts as one election. If an individual
disenrollsto the Origina Medicare Plan, this counts as an election.

30.3.3 - OEP in 2003 and Beyond
(Rev. 6, 01-15-02)

In 2003, the OEP is from January through March. During this period an individual may
make only one OEP election. Once an individual has exercised their one OEP election,
subsequent elections made during the calendar year (unless made through an ICEP,
OEPNEW, OEPI, SEP, or AEP) will be denied or rejected.

After March 31, 2003, M+COs must deny elections of individuals unless they are eligible
for an ICEP, OEPNEW, OEPI, SEP, or AEP. Thisincludes enrollments, disenrollments
to another M+CO, and disenrollments to Original Medicare.

If an M+CO has a plan that is open for enrollment any time between January and March
of aparticular year, then it must accept all OEP elections into the plan made during its
open enrollment period for that same year. M+COs must accept requests for
disenrollment from M+C plans during the OEP since Original Medicare is open January
through March every year beginning in 2003.



EXAMPLE:

If an M+CO has a plan that is open for enrollment in 2003 in January and February
only, then it must accept OEP elections into the plan made in January and February,
but it does not have to accept OEP elections into the plan in March.

If an M+CO has a plan that is not open for enrollment outside of the AEP, it cannot
accept OEP éections into the plan between January and March.

Since Original Medicare is always open during the OEP, beneficiaries may disenroll
at any time to Origina Medicare between January and March.

Counting Elections - If an individual enrollsin a new M+C plan, thereby automatically
disenrolling from their old M+C plan, this counts as one election. If an individual
disenrolls from an M+C plan and enrollsin anew M+C plan - making two distinct
elections - for the same effective date, this counts as one election. If an individual
disenrollsto the Original Medicare Plan, this counts as an election.

30.3.4 - Open Enrollment for Newly Eligible Individuals (OEPNEW)
(Rev. 6, 01-15-02)

Beginning in 2002, an OEPNEW exists for newly eligible individuals. In 2002, the
OEPNEW is the 6-month period beginning with the month of entitlement to both
Medicare Part A and Part B, but not extending past December 31 of the same calendar
year. In 2003 and thereafter, the OEPNEW is the 3-month period beginning with the
month of entitlement to both Medicare Part A and Part B, but not extending past
December 31 of the same calendar year.

EXAMPLE:

If an individual first becomes entitled to Medicare Parts A and B on February 1,
2003, his’lher OEPNEW lasts from February 1 through April 30, 2003.

If an individual becomes entitled to Medicare Parts A and B on November 1,
2003, hissher OEPNEW lasts from November 1 through December 31, 2003.

Since Original Medicare is always open during an OEPNEW, beneficiaries may
disenroll to Original Medicare during their OEPNEW.

An M+CO is not required to accept elections into its plan in the OEPNEW but if it is
open for these elections, it must accept all OEPNEW elections into the plan. An
individual is allowed one change of election during the OEPNEW. If the M+CO accepts
elections into its plan during the OEPNEW, only the individual's first OEPNEW election
should be processed. All subsequent OEPNEW elections made by the individual will be
rejected. An election made during any SEP, AEP, or OEP will not count towards this
limit of one election in this period.



30.3.5 - Open Enrollment Period for Institutionalized Individuals
(OEPI)

(Rev. 6, 01-15-02)

Beginning January, 2002, the OEPI is continuous for institutionalized individuals. For
purposes of enrollment, an institutionalized individua is defined as an individual who
moves into, resides in, or moves out of a

Skilled nursing facility (SNF) as defined in 81819 of the Act (Medicare);
Nursing facility (NF) as defined in 81919 of the Act(Medicaid);

Intermediate care facility for the mentally retarded (ICF/MR) as defined in
§1905(d )of the Act;

Psychiatric hospital or unit as defined in 81886(d)(1)(B of the Act);
Rehabilitation hospital or unit as defined in 8§1886(d)(1)(B) of the Act;
Long-term care hospital as defined in §1886(d)(1)(B) of the Act; or

Hospital which has an agreement under 81883 of the Act (a swing-bed hospital).

Therefore, an M+C dligible ingtitutionalized individual can make an unlimited number of
elections during the OEPI beginning 2002. An M+CO is not required to accept elections
into its plan during the OEPI, but if it is open for these elections, it must accept all OEP!
elections into the plan.

NOTE: Sincethe OEPI is continuous, Original Medicare is open continuously
for ingtitutionalized individuals beginning 2002. Therefore, M+CQOs
must accept requests for disenrollment from their M+C plans during the
OEPI since Origina Medicare is open continuoudly for institutionalized
individuals.

30.4 - Special Election Period - (SEP)
(Rev. 6, 01-15-02)
SEPs include those situations where:

1. Theindividua has made a change in residence outside of the service area or
continuation area or has experienced another change in circumstances as
determined by CM S (other than termination for non-payment of premiums or
disruptive behavior) that causes the individual to no longer be eligible to elect the
M+C plan;

2. CMS or the organization has terminated the M+CO's contract for the M+C plan in
the areain which the individual resides, or the organization has notified the



individual of the impending termination of the plan or the impending
discontinuation of the plan in the areain which the individual resides;

3. Theindividual demonstrates that the M+CO offering the M+C plan substantially
violated a material provision of its contract under M+C in relation to the
individual, or the M+CO (or its agent) materially misrepresented the plan when
marketing the plan; or

4. Theindividual meets such other exceptional conditions as CMS may provide.

During an SEP, an individual may discontinue the election of an M+C plan offered by an
M+CO and change to a different M+C plan or Original Medicare. If the individual
disenrolls from (or is disenrolled from) the M+C plan and changes to Original Medicare,
the individual may subsequently elect a new M+C plan within the SEP time period. Once
the individual has elected the new M+C plan, the SEP ends for that individual even if the
time frame for the SEP is still in effect. In other words, the SEP for the individual ends
when the individual electsa new M+C plan or when the SEP time frame ends,
whichever comesfirst.

Please note that the time frame of an SEP denotes the time frame during which an
individual may make an election. It does not necessarily correspond to the effective
date of coverage. For example, if an SEP exists for an individua from May - July, then
an M+CO must receive a completed election form from that individual some time
between May 1 and July 31 in order to consider the election an SEP election. However,
the type of SEP will dictate what the effective date of coverage may be, and that effective
date of coverage may be some time after July 31. The following discussion of SEPs and
their corresponding effective dates will demonstrate this concept more fully.

The time frame and effective dates for SEPs are discussed in the following sections.

30.4.1 - SEPsfor Changesin Residence
(Rev. 6, 01-15-02)

A SEP exists for individuals who are no longer eligible to be enrolled in the M+C plan
due to a change in residence outside of the plan's service or continuation area.

Permanent M ove Out of the Service or Continuation Area

If the individual is no longer eligible to be a member of the plan based on a permanent
move out of the service or continuation area, the SEP begins the month prior to the month
of the individual's permanent move and continues during the month of the move and up
to two months after the move.

Outside the Service or Continuation Areafor Over Six Months

If the individual is no longer eligible to be a member of the plan based on having left the
service or continuation areafor over six months, this SEP begins at the beginning of the
sixth month of being out of the area and continues through to the end of the eighth month.



In Either Case;

This SEP is associated with the actual date of the per manent move (or, in the case of an
individual who has left the service or continuation area for over six months, the date the
sixth month ends). Therefore, if the beneficiary notifies the M+C organization more than
two months after the permanent move or the eighth month has passed, the individua is no
longer eligible for an SEP. Thiswill not impact those who have already been disenrolled
to fee-for-service by any previous action.

The effective date of enrollment is associated with the date the M +C organization
receives the completed election form. The individual may choose an effective date of
up to three months after the month in which the M+CO receives the form. However, the
effective date may not be earlier than the date the individual moves to the new service
area (or the end of the sixth month, as appropriate) and the M+CO receives the completed
enrollment form.

EXAMPLE:

A beneficiary isamember of an M+C plan in Florida and intends to move to Arizona on
June 18. A SEP exists for this beneficiary from May 1 - August 31.

A. If an M+CO in Arizona receives a completed enrollment form from the
beneficiary in May, the beneficiary can choose an effective date of June 1, July 1,
or August 1.

B. If the M+CO receives the completed enrollment form from the beneficiary in June
(the month of the move), the beneficiary can choose an effective date of July 1,
August 1, or September 1.

C. If the M+CO receives the completed enrollment form in July, the beneficiary
could choose an effective date of August 1, September 1, or October 1.

At the time the individual makes the election into an M+C plan, the individual must
provide the specific address where the individua will permanently reside upon moving
into the service area, so that the M+CO can determine that the individual meets the
residency requirements for enrollment in the plan.

Disenrollment from Previous M+C Plan

Please keep in mind that a member of an M+C plan who moves permanently out of the
service area must be disenrolled from the plan, unless continuation of enrollment applies.
A member of an M+C plan who is out of the area for over six months must be
disenrolled from the plan.

We have established an SEP that allows an individual adequate time to choose a new
M+C plan, given the fact that the individual will no longer be enrolled in the original
M+C plan after the month of the move or after the sixth month (whichever is
appropriate). Unless an individual enrollsin anew M+C plan with an effective date of the
month after the move or the beginning of the seventh month (e.g., the individual moves



on June 18 and enrollsin anew plan effective July 1), he/she will be enrolled in Original
Medicare until he/she elects the new M+C plan.

30.4.2 - SEPsfor Contract Violation
(Rev. 6, 01-15-02)

In the event an individual is able to demonstrate to CM S that the M+CO offering the
M+C plan of which he/she is amember substantially violated a material provision of its
contract under M+C in relation to the individual, or the M+CO (or its agent) materially
misrepresented the plan when marketing the plan, the individual may disenroll from the
M+C plan and elect Original Medicare or another M+C plan. The SEP will begin once
CMS determines that a violation has occurred. Its length will depend on whether the
individual immediately elects a new M+C plan upon disenrollment from the original
M+C plan or whether the individual initially elects Original Medicare before choosing a
new M+C plan.

We note that in some case-specific situations, CMS may process a retroactive
disenrollment for these type of disenrollments. If the disenrollment is not retroactive:

A SEP exists such that an individual may elect another M+C plan or Original
Medicare during the last month of enrollment in the M+CO, for an effective date
of the month after the month the new M+CO receives the completed enrollment
form.

EXAMPLE:

On January 16, CM S determines, based on a member's alegations, that the
M+CO substantially violated a material provision of its contract. As a result,
the member will be disenrolled from the M+C plan on January 31. A SEP
exists for this beneficiary beginning January 16 and lasting until the end of
January. The beneficiary promptly applies for anew M+C plan, and the new
M+CO receives the completed enrollment form on January 28 for a February
1 effective date.

If the individual in the above example elected Original Medicare during the last
month of enrollment in the M+CO (either by choosing Original Medicare or by
not choosing an M+C plan and therefore defaulting to Original Medicare), the
individual will be given an additional 90 calendar days from the effective date of
the disenrollment from the M+CO to elect another M+C plan. During this 90-day
period, and until the individual elects anew M+C plan, the individua will be
enrolled in Original Medicare. The individual may choose an effective date into a
new M+C plan beginning any of the three months after the month in which the
M+CO receives the completed enrollment form. However, the effective date may
not be earlier than the date the M+CO receives the completed enrollment form.



EXAMPLE:

On January 16, CM S determines, based on a member's alegations that the
M+CO substantially violated a material provision of its contract. The member
decides to return to Original Medicare. As aresult, the member is disenrolled
from the M+C plan on January 31 and enrolled in Original Medicare with a
February 1 effective date. A 90-day SEP continues to exist for the beneficiary
from February 1 through April 30. In this example, a new M+CO then
receives a completed enrollment form from the individual on April 15. The
beneficiary can choose an effective date of May 1, June 1, or July 1.

If the disenrollment is retroactive, the Regional Office (RO) that grants the retroactive
disenrollment will provide the beneficiary with the time frame for his’her SEP to elect
another M+C plan. However, the individual will not be allowed to choose an effective
date into anew M+C plan of more than three months after the month the new M+CO
receives the completed enrollment form, and the effective date may not be earlier than the
date the new M+CO receives the completed enrollment form.

30.4.3 - SEPsfor Nonrenewalsor Terminations
(Rev. 6, 01-15-02)

In general, SEPs are established to allow members affected by nonrenewals or
terminations ample time to make a choice of their new election. Effective dates during
these SEPs are described below. CM S has the discretion to modify this SEP as necessary
for any nonrenewals or terminations when the circumstances are unique and warrant a
need for a modified SEP.

In particular:

Contract Nonrenewals - A SEP exists for members of M+C plans that will be
affected by contract nonrenewals that are effective January 1 of the contract year
(42 CFR 8422.506). For thistype of nonrenewa, M+CQOs are required to give
notice to affected members at least 90 calendar days prior to the date of
nonrenewal (42 CFR 8422.506(a)(2)(ii)). To help coordinate with the notification
time frames, the SEP begins October 1 and ends on December 31 of that year.

During this SEP, a beneficiary may choose an effective date of November 1,
December 1, or January 1; however, the effective date may not be earlier than the
date the 